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USMTN 

STR FOR ACTION 

STR PASS CODEL 
E.O. 11652: N/A 
TAGS: MTN, ETRD, ID 

SUBJECT: MTN: US-INDONESIAN BILATERAL ON REQUESTS 
AND OFFERS 

1 . SUMMARY: INDONESIA JOINED RANKS OF OTHER ASEANS 
BY ORALLY PRESENTING AN "INDICATIVE LIST OF OFFERS" 

THEY ARE CONSIDERING IN RESPONSE TO U.S. MTN REQUESTS. 

IN ADDITION, INDONESIAN DEL SUBMITTED REQUEST LIST 
FOR IMPROVEMENTS IN THE U.S. INITIAL OFFER ON INDUSTRIAL 
TARIFFS. STAGE NOW SET FOR NEGOTIATIONS FOR WHICH LOCAL 
REP ANTICIPATES EXPERTS FROM JAKARTA IN THE FIRST PART 
OF JUNE. END SUMMARY. 

2. AT INDONESIA'S REQUEST, U.S. MTN DEL (WALLAR, GRAEF, 

SWAIN) MET WITH INDONESIA DEL (AMB. KAHONO, PALILINGAN, 
MOEZDAN AND MS. HALIDA FROM DEPARTMENT OF TRADE) AS A 
FOLLOWUP TO THE APRIL US-ASEAN MEETING. KAHONO REPEATED 
THE ASEAN GENERAL POSITION THAT ANY INDONESIAN CONTRIBU- 
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TIONS WOULD BE BASED UPON PARAGRAPH 5 OF THE TOKYO DECLAR- 
ATION AND ANY NET BENEFITS THEY OBTAINED FROM THE MTN. 

WITH THIS IN MIND, KAHONO REPORTED THAT HE HAD RECEIVED 
INSTRUCTIONS TO INDICATE THAT INDONESIA IS PREPARED TO 
SUBMIT AN "INDICATIVE OFFER LIST". THIS LIST SHOULD BE 
REGARDED AS TENTATIVE AND CAN BE WITHDRAWN OR MODIFIED 
IN LIGHT OF INDONESIA'S ASSESSMENT OF BENEFITS FINALLY 
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EMERGING FROM THE MTN. KAHONO Cl .AIMED THAT IMPROVEMENT 
OF THE LIST WOULD BE "DIFFICULT". 

3. NATURE OF POSSIBLE CONTRIBUTION: THE CONTRIBUTIONS 
INDONESIA IS CONSIDERING IN RESPONSE TO U.S. REQUESTS ARE 
AS FOLLOWS: 

- (A) PREPARED TO SIMPLIFY CUSTOMS PROCEDURES - HAVE 
TAKEN A FIRST STEP (AS REPORTED IN US/INDONESIA BILATERAL 
ON U.S. CUSTOMS NOTIFICATION) AND ARE PREPARED TO CONSIDER 
FURTHER MODIFICATIONS; ALTHOUGH U.S. INDICATED PROBLEM 
WITH THE LARGE NUMBER OF SIGNATURES REQUIRED FOR CLEAR- 
ANCE, INDONESIA IS OPERATING ON ASSUMPTION, UNLESS WE 
SPECIFY OTHERWISE, THAT PRIMARY U.S. INTEREST IS FOR 
SPEEDIER CUSTOMS CLEARANCE. 

- (B) ELIMINATION OF DISCRIMINATORY REGISTRATION FEE- 
SUCH ELIMINATION WOULD TAKE EFFECT ON JANUARY 1, 1981 
WHEN THE CURRENT REGIME IS SCHEDULED TO EXPIRE. 

- (C) BIND TARIFF RATES - RATES WOULD BE BOUND ON ALL AG- 
RICULTURAL PRODUCTS REQUESTED, WITH THE FOLLOWING EXCEP- 
TIONS: 

- - 2.02 - DEAD POULTRY - BINDING ON FRESH ONLY 
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- - 7.04.30 - GARLIC-BINDING ON DRIED AND POWDERED ONLY 

- - 16.02 - OTHER PREPARED MEAT-STILL UNDER CONSIDERATION 

- - 1 1.01 . 10 - WHEAT FLOUR - WILL CHECK ON POSSIBLE 

- - BINDING (INDONESIA DEL'S HAD LISTED 11.01.90 

- - OTHER FLOUR - DN WHICH THEY WERE WILLING TO 

- - BIND AT 5 PERCENT) 

- - EFFECTIVE DATES FOR BINDINGS WOULD BE SUBJECT TO 

- -NEGOTIATION. 

4. U.S. DEL EXPRESSED APPRECIATION OF NEW DEVELOPMENT 
AND INDONESIA'S FORTHCOMING POSITION. NONETHELESS, WE 
WERE DISAPPOINTED AT LEVEL OF INDONESIA'S POSSIBLE CON- 
TRIBUTIONS IN REPONSE TO A VERY GENEROUS U.S. OFFER. U.S. 

DEL ASKED FOR REASONS FOR ABSENCE OF OFFERS ON PRODUCT 
RET. A TFT) NON-TARIFF MEASURES, TARIFF REDUCTIONS AND ANY 
TARIFF ACTION ON INDUSTRIAL PRODUCTS. WHILE KAHONO 
FEIGNED LACK OF EXPERTISE ON SPECIFIC PRODUCTS, HE 
PROVIDED SOME PRELIMINARY COMMENTS AS FOLLOWS: 

- (A) SALES TAX - IN PRINCIPLE THE TAX IS IDENTICAL 
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FOR DOMESTIC AND IMPORTED PRODUCTS (E.G., ON AIRPLANE 
TIRES AND TUBES). HE HINTED THAT WHERE THE TAX 
HAPPENS TO BE HIGHER FOR IMPORTED PRODUCTS THERE MAY BE 
SOME FLEXIBILITY. 

- (B) LICENSING ON AGRICULTURAL PRODUCTS - THE LICENSE 

IS REQUIRED TO ENSURE COMPLIANCE WITH HEALTH AND SANITARY 
REGULATIONS. 

- (C) INDUSTRIAL TARIFFS - SOME ITEMS ON U.S. REQUEST 
LIST ARE PROHIBITED FROM IMPORTATION IN FINISHED FORM. 

BUT UNASSEMBLED PARTS ARE PERMITTED. WHILE THE TARIFF 
ON SOME ITEMS COULD NOT BE BOUND. KAHONO ASSERTED THAT 
THE TARIFF WOULD NOT BE INCREASED. 
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USMTN 

STR FOR ACTION 


4. KAHONO INDICATED THAT HE EXPECTED EXPERTS FROM 
JAKARTA THE FIRST PART OF JUNE WHO COULD ENGAGE IN MORE 
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DETAILED DISCUSSION ON THE RATIONALE FOR INDONESIA'S 
POSITION ON THE VARIOUS ITEMS. U.S. DEL ASKED INDONESIA 
TO RE-EXAMINE THEIR POSITION ON THESE ITEMS POINTING 
TO THE FACT THAT THE ITEMS REQUESTED WERE GEARED TO ASSIST 
INDONESIA'S ECONOMIC DEVELOPMENT EFFORTS. 

5. INDONESIAN REQUESTS OF U.S.- KAHONO WITHDREW TWO 
ITEMS (TSUS 141.81 - OTHER VEGETABLES PRESERVED BY 
VINEGAR AND 182.10 - CORNED BEEF HASH) ON THEIR AG 
REQUESTS TO THE U.S. U.S. DEL INDICATED THAT SHRIMP 
CHIPS, REQUESTED BY INDONESIA AS TSUS 182.30, IS PROBABLY 
CLASSIFIED IN TSUS 182.98. KAHONO SUBMITTED A NEW REQUEST 
LIST TO THE U.S. FOR TARIFF REDUCTIONS ON 107 INDUSTRIAL 
ITEMS (BEING HAND-CARRIED TO WASHINGTON). 

KAHONO EXPLAINED THAT INDONESIA DID NOT HAVE SUBSTANTIAL 
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EXPORTS ON MANY ITEMS ON THE LIST BUT, AS RECOGNIZED 
BY ASSISTANT SECRETARY COOPER, THEY HAVE A POTENTIAL FOR 
EXPORT. THIS IS PARTICULARLY TRUE ON TEXTILE ITEMS 
WHERE, ACCORDING TO KAHONO, INDONESIA’S REQUESTS ARE ON 
HAND-WOVEN, SPECIALITY (BATIK) ITEMS WHICH WOULD NOT 
COMPETE WITH U.S. GOODS. COMMENT: HEREIN LIES A KEY 
ISSUE IN THE BILATERAL NEGOTIATIONS WITH INDONESIA. 

THEY ARE PRINCIPAL SUPPLIERS ON ONLY A HANDFUL OF ITEMS. 
THEREFORE, U.S. ACTION ON REQUESTED ITEMS WILL DEPEND 
LARGELY UPON CONCESSIONS IN RESPONSE TO OTHER COUTNRIES 
REQUESTS AND OFFERS. THE FACT THAT INDONESIA HAS REQUEST 
ED (AND PRESUMABLY WILLING TO PAY) FOR SUCH ITEMS SHOULD 
BE CONSIDERED TOGETHER WITH ANY CONCESSION OFFERED BY 
PRINCIPAL SUPPLIER. FURTHERMORE WE SHOULD WEIGH, TO 
THE EXTENT POSSIBLE, THE POSSIBILITY OF OFFERING CON- 
CESSIONS ON REQUESTED ITEMS EVEN IF THE PRINCIPAL 
SUPPLIER HAS NOT YET DEMONSTRATED AN INTEREST, ON THE 
CONDITION THAT THE U.S. WOULD REQUIRE ADEQUATE COMPENSA- 
TION FROM INDONESIA. END COMMENT. 

6. KAHONO INQUIRED IF THE U.S. WAS PREPARED TO BIND 
ITS OFFERED TARIFF REDUCTIONS AND IF THERE IS SCOPE 
FOR IMPROVING THE INITIAL U.S. OFFER TO MEET 
INDONESIA'S REQUESTS. U.S. DEL RESPONDED THAT WE HAVE 
BEEN OPERATING UNDER THE HYPOTHESIS THAT OUR TARIFF 
REDUCTIONS WOULD BE BOUND. WITH RESPECT TO INDONESIA'S 
NEW REQUESTS, THESE WOULD HAVE TO BE ANALYZED IN 
DETAIL. AS A PRELIMINARY COMMENT U.S. DEL EXPLAINED 
THAT MANY ITEMS REQUESTED (31) WERE ALREADY SUBJECT 
TO MAXIMUM TARIFF REDUCTIONS UNDER U.S. LAW AND, THERE- 
FORE, IMPROVEMENT IS IMPOSSIBLE. FURTHERMORE, ACTION 
ON THE ITEMS SUBJECT TO ECONOMIC EXCEPTIONS WOULD BE 
VERY DIFFICULT. U.S. DEL URGED INDONESIA DEL TO 
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INDICATE THEIR PRIORITIES ON REQUESTED ITEMS IN ORDER 
TO FOCUS THE NEGOTIATIONS. 

7. IN CLOSING, BOTH SIDES CONSIDERED THE SESSION EX- 
TREMELY USEFUL, WITH U.S. DEL EXPRESSING APPRECIATION 
FOR POSITIVE ACTION ON INDONESIA'S SIDE FOR ENGAGING 
THE NEGOTIATIONS. KAHONO SUGGESTED THE NEXT BILATERAL 
SESSION BE HELD THE FIRST PART OF IUNE WHEN INDONESIA 
EXPERTS FROM IARKARTA ARE AVAILABLE. 

8. DRAFTED BY WALLAR. MCDONALD 
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